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SUBJECT: NEB DECISION: WHAT IT MEANS 

DEPARTMENT PASS WHTE HOUSE EOR VICE PRESIDENT, SCHLESINGER 
AND GOLDMAN, FEA EOR O LEARY 

REF: OTTAWA 5811 

1. SUMMARY. NEB DECISION IN FAVOR OF ALCAN SETS A CLEAR 
TREND, WHICH GOC IS LIKELY TO TAKE IN ABSENCE OE CONTRARY 
SIGNALS EROM US. IE WE WISH TO MAKE SUCH SIGNALS, WE 
SHOULD DO SO THIS MONTH. END SUMMARY. 

2. NEB DECISION TO DENY ARTIC GAS APPLICATION AND 
RECOMMEND ALCAN EOR CABINET APPROVAL SUBJECT TO CONDITIONS 
OEFERS THE GOVERNMENT A LOW-RISK, EXPEDITIOUS WAY THROUGH 
THE PIPELINE DECISION. 

3. CONDITIONS PROPOSED ARE CLEARLY DESIGNED (AND WOULD 
PROBABLY BE SUFEICIENT) TO SATISEY THE TWO MAIN POCKETS OE 
RESISTANCE TO ALCAN HERE: THE YUKON INDIANS AND CANADIANS 
WHO ARE CONCERNED THAT THE PRESENT PROPOSAL DOES NOTHING 
EOR CANADIAN GAS SUPPLY. THE UP TO 200 MILLION DOLLARS 

OP COMPANY-FUNDED "INDIRECT SOCIAL AND ECONOMIC COSTS" 
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WOULD PROVIDE MEANS TO BUY OFP THE INDIANS, AND EOR 
THE CURRENT HARDLINING IN WHITEHORSE OPFICIALS HERE 
ARE CONPIDENT THEY WILL COME TO ERMS. NEB RECOMMEND- 
ATIONS THAT THE ALCAN LINE BEND NORTH TO DAWSON AND THAT 
APPLICATION EOR THE DEMPSTER LINK TO THE DELTA BE MADE 
ARE WELL AIMED AT CONCRNS ABOUT CANADIAN ENERGY SUPPLY, 

PROVIDED OP COURSE THEY DON'T TILT THE DECISION TOWARDS 
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EL PASO. 

4. WHAT HAPPENS NEXT DEPENDS VERY MUCH ON WHAT US DOES. 

5. IE WE MAKE NO DISCOURAGING NOISES (OR OEFER ENCOURAGE- 
MENT) ODDS ARE LONG THAT GOC WILL GO EOR ALCAN ON 
CONDITIONS IN EARLY AUGUST. ALREADY NOW NEB DECISION 
WILL CREATE A BANDWAGON PSYCHOLOGY, AND WE MAY HAVE TO 
GUARD AGAINST A TENDENCY EOR AOEFICIALS TO PILE ON NEW 
CONDITIONS ON THE ASSUMPTION THAT WHATEVER CANADA OEEERS, 
THE US WILL TAKE. POTENTIAL ADDED BENEEIT EOR TRUDEAU IN 
THIS SCENARIO IS THAT IT WOULD FREE HIM UP TO CALL A PALL 
ELECTION TO TAKE ADVANTAGE OP HIS CURRENT, PERHAPS SHORT- 
LIVED LEAD IN THE POLLS. 

6. BUT IP WE BEGIN TO SIGNAL THAT WE HAVE REAL PROBLEMS 
WITH ALCAN. THAT WOULD HAVE A MAJOR AND PERHAPS DECISIVE 
EPPECT HERE. IT WOULD BE A MESSY SCENARIO: TRUDEAU 
WOULD HAVE TO GO EOR LEGISLATION, TAKE ON ENVIRONMENTAL, 
PRO-NATIVE GROUPS, NATIONALIST CONSTITUENCIES. HE WOULD 
PROBABLY HAVE TO EIGHT THE ELECTION ON THE ISSUE. FOR 

ALL OF THOSE REASONS, IT'S A LONG SHOT. BUT IT CAN'T BE 
RULED OUT. THROUGH AN INTERMEDIARY TRUDEAU ASSURED ME 
TONIGHT, IN RESPONSE TO MY QUERY, THAT NO OPTION 
INCLUDING LEGISLATION CAN NOW BE RULED OUT. IF CANADA 
THOUGHT THAT THE US WOULD GO EL PASO IP ONLY ALCAN WERE 
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OPFERED, I BELIEVE THEY WOULD GIVE MOST SERIOUS CONSIDER- 
ATION TO LEGISLATING THE MACKENZIE, IN ORDER TO OBTAIN 
THE JOBS AND LONG-TERM ENERGY BENEEIT. 

7. CLEARLY IP WE ARE TRENDING TOWARDS EL PASO INDEPEND- 
DENTLY, WE SHOULD FIND SOME WAY TO SIGNAL THAT BEFORE 
CANADA GETS TOO PAR OUT ON A LIMB. 

8. EOR THE PAST SEVERAL MONTHS THE US (THROUGH THE 
DIPLOMATIC WORDING OP PPC AND AGENCY RECOMMENDATIONS) HAS 
BEEN IN A HOLDING PATTERN IN ORDER TO AVOID THE APPEAR- 
ANCE OP PRESSURING CANADA. THE NEXT PLAYS ARE OUS. IP 

WE WISH TO INFLUENCE THE EMERGING TREND HERE, POSITIVELY 
OR NEGATIVELY, WE SHOULD DO IT THIS MONTH BEFORE CABINET 
CONSIDERATION, WHICH STARTED TONIGHT, HAS MOVED TOO FAR. 
ENDERS. 
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